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ZALE CORPORATION 



197,201 ADDITIONAL SHARES OF COMMON STOCK 

RESERVED FOR ISSUANCE UPON CONVERSION OF 197,201 SHARES OF CLASS B COMMON 
STOCK, 61,475 OF SUCH SHARES BEING ISSUED IN EXCHANGE FOR 750,000 SHARES OF 
THE STERNS DIAMOND ORGANIZATION LIMITED 


Number of Shares of Common Stock 
issued and outstanding at 
September 23, 1974 
8,071,200 


Number of Shareholders 
as of September 23, 1974 

10,925 


DESCRIPTION OF TRANSACTIONS 


On January 31, 1974, the Company issued 135,726 shares of Class B Common Stock as a stock dividend to 
stockholders of record of Class B Common Stock on December 21, 1973. The purpose of the stock dividend was 
to convert into equity capital a portion of the Company’s income retained for use in the business. Upon 
distribution of the stock dividend the Company’s Earned Surplus account was charged with a total of 
$2,905,739.04 representing $21.39 per share issued in distribution of the stock dividend (such amount being the 
average closing price of Zale Corporation Common Stock between October 15 and November 14, 1973). In 
accordance with the Restated Articles of Incorporation, each share of Class B Common Stock may be converted 
into a share of Common Stock. Therefore, the reserve of Common Stock required for the conversion of a like 
number of outstanding shares of Class B Common Stock issued on January 31, 1974 has been increased by 
135,726 shares. Fractions were paid in cash at the rate of $21.39 per share. Sixty-nine cents for each 1/31 
share. 

Zale Corporation entered into an Agreement of Acquisition with two stockholders of The Sterns Diamond 
Organization Limited, dated November 1, 1974, pursuant to which it will acquire from the two stockholders 
750,000 shares of The Sterns Diamond Organization Limited, a corporation of the Republic of South Africa in 
exchange for 61,475 shares of Class B Common Stock of the Company. 61,475 shares of Common Stock are 
being reserved for conversion of the shares of Class B Common Stock. Such acquisition of shares represents 
approximately 20% of the issued and outstanding stock of The Sterns Diamond Organization Limited. 

No officer, director or principal stockholder of Zale Corporation or any of its subsidiaries has any direct or 
indirect interest in The Stems Diamond Organization Limited, or in the securities being acquired and the 
consideration to be paid to the stockholders to be determined as a result of arms length negotiations between 
Zale and the stockholders. 

Zale regards the purchase of the shares from the two stockholders as favorable after having examined the 
business assets and financial position of The Sterns Diamond Organization Limited, because it will enable Zale 
to have an interest in an aggressive and expanding retail jewelry business located throughout South Africa. 
Reference is made to Exhibits A and B hereto for a brief description of the History and Business and for 
financial information with respect to The Stems Diamond Organization Limited. 

The stockholders have represented that they are acquiring the Zale Corporation Class B Common Stock for 
investment and not with any view toward distribution. The share certificates will carry a legend to that effect. 

The acquisition will be treated for accounting purposes, as an investment under the balance sheet caption 
“Other Assets”. This accounting treatment has been reviewed by Touche Ross & Company, Zale’s independent 
public accountants and has been approved by such accountants as being in accordance with generally accepted 
accounting principles. 
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AUTHORITY FOR ISSUANCE 

The stock dividend paid on January 31, 1974, was declared by the Board of Directors at a meeting held on 
November 15, 1973. The Executive Committee of the Board of Directors authorized the issuance of the shares 
for the two stockholders of The Sterns Diamond Organization Limited, at a meeting of the Committee held on 
August 22, 1974. No further corporate action is required. 


RECENT DEVELOPMENTS 

There have been no important developments affecting the Company or its business since the last annual 
report, except those which have already been released publicly. 


OPINIONS OF COUNSEL 

Mr. John P. Dickens, Attorney at Law, who is employed full time by Zale as Vice President and General 
Counsel, in support of this application has filed an opinion to the effect that (1) the additional 135,726 shares of 
Common Stock of Zale Corporation to which this application relates, when issued in accordance with the terms 
of this application will, when issued, be duly authorized and validly issued and outstanding shares of Zale, fully 
paid and non-assessable; (2) no personal liability will attach by reason of the ownership of any of the shares 
under the laws of the State of Texas (the state of incorporation and the state in which the Company’s principal 
office is located); (3) registration under the Securities Act of 1933, as amended, for such shares will not be 
required, since the issuance and delivery of said shares does not involve a public offering and is therefore upon 
conversion of Class B Common Stock exempt under Section 3(a)(9) of the act. 

Mr. John P. Dickens, Attorney at Law, who is employed full time by Zale as Vice President and General 
Counsel, in support of this application has filed an opinion to the effect that (I) the additional 61,475 shares of 
Common Stock of Zale Corporation to which this application relates, when issued in accordance with the terms 
of this application will, when issued, be duly authorized and validly issued and outstanding shares of Zale, fully 
paid and non-assessable; (2) no personal liability will attach by reason of the ownership of any of the shares 
under the laws of the State of Texas (the state of incorporation and the state in which the Company’s principal 
office is located); (3) registration under the Securities Act of 1933, as amended, for such shares will not be 
required, since the issuance and delivery of said shares does not involve a public offering and is therefore upon 
conversion of Class B Common Stock exempt under Section 4(2) of the act. 

ZALE CORPORATION 

By: John P. Dickens 

Vice President 


The New York Stock Exchange, Inc. hereby authorizes the listing upon official notice of issuance of 197,201 
additional shares of Common Stock $1.00 par value, of Zale Corporation, upon conversion of Class B Common 
Stock, as hereinabove set forth, making a total of 14,334,985 shares of Common Stock authorized to be issued. 

MERLE S. WICK, Vice President JAMES J. NEEDHAM, Chairman of the Board 

Division of Stock List New York Stock Exchange, Inc. 
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EXHIBITS 

These exhibits constitute an essential part of the application. The statements of fact contained herein are 
made on the authority of the applicant corporation in the same manner as those in the body of the application. 


EXHIBIT A 

HISTORY AND BUSINESS OF THE STERNS DIAMOND ORGANIZATION LIMITED 

The Company was incorporated in June, 1967, in the Republic of South Africa for the purpose of acquiring 
companies engaged in the buying and retailing of diamond rings, watches and specialized items of jewelry. The 
business was started in late 1947 through acquisition of Ernest Stem (Proprietary) Limited, which conducted a 
jewelry business in Johannesburg. From having one retail outlet in 1947, the business has expanded until now 
there are 39 stores located throughout South Africa, employing 240 people. 


EXHIBIT B 

AUDITORS’ REPORT AND FINANCIAL STATEMENTS* 

We have examined the annual financial statements, group annual financial statements in pages one to 
thirteen and have complied with the requirements of Section 300 of the Companies Act, 1973. 

In our opinion the statements fairly present the financial position of the Company and of the group at 28th 
February, 1974, and the results of their operations for the year then ended in the manner required by the 
Companies Act, 1973. 


Kenneth Rae and Company 
Chartered Accountants (S.A.) 
Auditors 


Johannesburg: 

June, 1974 

*[The financial statements contained herein as an exhibit are the consolidated group financial statements at 
February 28, 1974.] 
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THE STERNS DIAMOND ORGANISATION LIMITED 
AND ITS SUBSIDIARY COMPANIES 

CONSOLIDATED BALANCE SHEET AT 28th FEBRUARY, 1974 

(S.A. Currency) (U.S. Currency)* 
Note 1974 1974 


Source of Capital 

Capital and Premium. 

Distributable Reserve—Retained Profits. 

Shareholders' Funds. 

Employment of Capital 
Current Assets 

Stock.... 

Hire Purchase Debtors. 

Debtors, Deposits and Prepayments. 

Bank Balances and Cash. 

Less: Current Liabilities 

Acceptance Credits and Short Term Loans. 

Creditors. 

Shareholders for Proposed Dividend. 

Directors' Loans. 

Bank Overdraft. 

N et Current Assets. 

Fixed Assets... 

Furniture Equipment—Vehicles and Plant. 

Lease Premium less Amount Written Off. 

Investment in Controlled subsidiary. 

Loan to Controlled Subsidiary. 

Loan Portion of Taxation. 

Subsidiary Companies 

Excess of Cost of Shares over Net Book 
Amount of Assets at Date of Acquisition. 

Less: Provision for Deferred Taxation. 

Less: Outside Shareholders Interest in Net As¬ 
sets of Subsidiary Companies. 

Johannesburg: June, 1974. 


1 

R2 494 180 

1 798 245 

R4 292 425 

$3,629,031,900 

2,616,446.475 

$6,245,478,375 

2 

R2 495 726 

$3,631,281,330 

10 

1 964 752 

2,858,714.160 


296 903 

431,993.865 


47 428 

69,007.740 


4 804 809 

6,990,997.095 


182 287 

265,227.585 


764 806 

1,112,792.730 


187 200 

272,376.000 


— 

— 


772 316 

1,123,719.780 


1 906 609 

2,774,116.095 

3 

2 898 200 

4,216,881.000 


383 538 

558,047.790 

4 

40 417 

58,806.735 


15 650 

22,770.750 

5 

114 862 

167,124.210 


1 295 922 

1,885,566.510 


4 748 589 

6,909,196.995 

7 

393 713 

572,852.415 


4 354 876 

6,336,344.580 


62 451 

90,866.205 


R4 292 425 

$6,245,478,375 


* Converted at the rate of I Rand (R) = $1.455(U.S.) 
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THE STERNS DIAMOND ORGANISATION LIMITED 
AND ITS SUBSIDIARY COMPANIES 

CONSOLIDATED INCOME STATEMENT FOR THE YEAR ENDED 28th FEBRUARY, 1974. 

(S.A. Currency) (U.S. Currency) * 


Note 1974 1974 

Turnover: Percentage Increase. 8 22.51% _ 22.51% 

Group Trading Profit for the Year Before 
Allowing for Items Detailed Herein. 1 816 291 2,642,703.405 

Leasing Charges.... 6 264 9,114.120 

Loss on Disposal of Fixed Assets. 15 469 22,507.395 

Audit Fee.. 52 660 76,620.300 

Depreciation of Fixed Assets. 44 338 64,511.790 

Lease Premium Written Off. 3 000 4,365.000 

Interest Paid. 35 146 51,137.430 

156 877 228,256.035 

Net Profit for the Year. 1 659 414 2,414,447.370 

Deduct: Provision for Normal Taxation. 586 222 852,953.010 

Provision for Deferred Taxation. 109 345 159,096.975 

Goodwill Written Off.. 8 000 11,640.000 

703 567 1,023,689.985 

955 847 1,390,757.385 

Less: Outside Shareholders Interest in Profits ... 20 286 29,516.130 

Net Profit for the Year Applicable to Members 
of the Company. 935 561 1,361,241.255 

Retained Profits 1st March, 1973. 1 387 566 2,018,908.530 

Less: Underprovision for Taxation. 722 1,050.510 

1 386 844 2,017,858.020 

Retained Profit Available for Distribution to 
Members. 2 322 405 3,379,099.275 

Dealt With as Follows 

Dividend No. 9 of 5 cents (7.275 U.S.) per 
share declared on 30th May, 1973. 187 200 272,376.000 

Dividend No. 10 of 4 cents (5.820 U.S.) per 
share declared on 8th November, 1973. 149 760 217,900.800 

Proposed Final Dividend No. 11 of 5 cents 
(7.275 U.S.) per share. 187 200 272,376.000 

524 160 762,652.800 

Johannesburg: 

June, 1974. R1 798 245 $2,616,446,475 


* Converted at the rate of 1 Rand (R) =$1,455 (U.S.). 
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THE STERNS DIAMOND ORGANISATION LIMITED 

NOTES ON AND FORMING PART OF THE BALANCE SHEET AND ACCOUNTS AND THE CONSOLIDATED 
BALANCE SHEET AND ACCOUNTS OF THE COMPANY AND ITS SUBSIDIARIES 
AT 28TH FEBRUARY, 1974. 


1. Shares Capital and Premium 


(S.A. Currency) 


The Authorised Share Capital of the Company consists of 


4,000,000 Ordinary Shares of 50 cents (72.750 U.S.) each. R2 000 000 


The Issued Share Capital consists of 3,744,000 shares of 50 cents 

(72.750 U.S.) each, fully paid. R1 872 000 

Share Premium. 622 180 


(U.S. Currency) 
$2,910,000.000 

$2,723,760,000 

905,271.900 


R2 494 180 $3,629,031,900 


43,800 Shares have been placed at the discretion of the Directors to allot in terms of a share option scheme for senior staff at 90 cents 
(1.3095 U.S.) per share, which option can be exercised at any time before 31st May, 1974. The Directors have the right to extend the option 
period. 

In terms of Section 221 (3) of the Companies Act, 1973 and by virtue of a Resolution passed at an extraordinary general meeting of 
Members on 31st October, 1969, the Directors are authorised to issue the remaining unissued shares at such time or times and upon such 
terms and conditions as the Directors may determine. This authority expires at the next annual general meeting of the Company. 

2. Stock 

1974 1974 


Raw Materials. R 137 384 $ 199,893.720 

Work in Progress. 74 259 108,046.845 

Finished Goods. 2 284 083 3,323,340.765 


R2 495 726 $3,631,281,330 


Stock has been valued on the basis of cost or net realisable value. In arriving at the value of stock reasonable provision has been made 
for unearned profits on stock sold by the Central Buying Organisation to its fellow subsidiary trading companies. The method of valuation is 
consistent with prior years. 


3. 


Furniture Vehicles and Equipment at Cost. 
Less: Accumulated Depreciation. 

Balance as per Balance Sheet.. 


1974 1974 

R597 679 $869,622,945 

214 141 311,575.155 

R383 538 $558,047,790 


4. The investment in the controlled subsidiary consists of an investment by a controlled subsidiary in a company owning Portion 2 of Erf 
85 Indistria West, Johannesburg, being undeveloped land and as such has no income. The Company intends to develop the land to 
house its business. This Company has not been consolidated into the group accounts because it has a different year end to the group 
and has no assets other than that noted above, or liabilities other than the loan by its holding company. 

5. No account has been taken of the loan portion of current taxation amounting approximately to R28,600 [$41,613,000]. 

6. The aggregate emoluments paid to the Directors of the Company by subsidiary companies for managerial services amounts to R71,460 

[$103,974,300]. 

7. The provision for deferred taxation arises from the income tax allowance in respect of hire purchase debtors. 

8. Turnover includes all trading sales but excludes inter company transactions except in the case of a controlled subsidiary where the 

turnover is done at arms length. 

9. Dividends from subsidiary companies includes a proposed dividend of R80.000 [$116,400.000] from a subsidiary company declared 
after the end of February, 1974. 

10. Accounting Policies: 

(a) The company provides for depreciation of fixed assets at rates allowed by the Revenue Authority. 

(b) The company provides for obsolete and slow moving stocks and excludes from the value of stocks any unearned inter company 
profits included in stocks. 

(c) The company carried forward as unearned profits the unearned portion of finance charges in respect of hire purchase debtors. 

(d) The company provides for deferred taxation on the income tax allowances granted by the income tax authority in respect of its 
hire purchase debtors. 































